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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

To the Board of Supervisors and Grand Jury
County of Siskiyou
Yrcka, Calilornia

We have audited the flnancial slatemenls ol the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information ofthe County of Siskiyou, California (County), as of and forthe year ended
June 30, 2008, which collectively comprise the County's basic Ilnancial statements and have issued our rep'ort thereon
dated lvlarch 6,2009. We conducted our audit in accordance with auditing standards generally accepted in the U nited
Slates of America and the standards applicable lo financial audits contained in Government Auditinq Standards. issued
by the Comptroller General of the United States.

Inlernal Control Over Financial Reportinq
In planning and performing our audit, we considered the County's internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the County's inlernal conlrol over tinancial reporting.
Accord ingly, we do not express an opinion on the effectiveness of the County's internal control over flnancial reporting.

Our consideration of internal control over l inancial reporting was for the l imited purpose described in the preceding
paragraph and would not necessarily identiry atl deficiencies in internal control over Ilnancial reporting thai might be
signiflcant deficiencies or material weaknesses. However, as discussed below, we identified certainieficienCies in
internal control over Jinancial reporting lhat we consider to be significant deliciencies.

A control deficiency exists when lhe design or operation of a control does not allow management or employees, in the
normalcourse of performing their assigned functions, to prevenl or detect misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the County's ;bility to
initiate,. authoize, tecord, process, or repoi financjal d ata reliably tn accordance with generally acceptedaccounting
principles such that there is more than a remote l ikelihood that a misstatement of the County's financial statements that
is more than inconsequential will nol be prevented or detected by the County's intemal contiol. Signiticant deficiencies
are described in the accompanying Schedule ot Findings and Questioned Costs as item numbersbS-FS-o1, 08-FS-02
and 08-FS-03.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the tinancial statements will not be prevented or detected bv the
County's internal control.

Our consideration of inlernal conlrol over financial reporting was for the limited purpose described in the first paragraph
ofthis section andwould not necessarily identify alldeficiencies in internal control that might be significant deficiencies
or materialweaknesses. However, oflhe significant deficiencies described above, we consider items O8-FS-Ol and OS-
FS-02 to be material weaknesses.

Compliance and Other Matters
As part of oblaining reasonable assurance about whether the County's financial statements are tree of material
misstatement, we performed tests ot its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of f inancial
statement amounts. However, providing an opinion on compliancewith those provisions was nol an objective ofour audit,
and accordingly, we do not express such an opinion. The results of our tesls disclosed no instances of noncompliance
or other matters that are required to be reported under Government Auditing Standards.

We noted certain other matters that we reported to management ofthe County in a separate report daled March 6,2009.
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To the Board of Supervisors and Grand Jury
County oI Siskiyou
Yreka, California

The County's response to the findings identil led in our audit is described in the accompanying schedule offindings and
questioned costs. we did not audit lhe county's response, and accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, others within the organization, the Board ot
Supervisors and Grand Jury, and Federal awarding agencies and is not intended to be and should not be useo ov
anyone other than those specified parties.

"/9>?"n-t*; * //za/zzo
Yuba Ciiy, Calitornia
March 6, 2009
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Supervisors and Grand Jury
County of Siskiyou
Yreka, California

ComDliance
We have audited the compliance of County of Siskiyou, California, with the types of compliance requirements described
in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each
of its major federal programs for the year ended June 30, 2008. The County's major federal programs are identif ied in the
Summaryof Auditor's Results section ofthe accompanying Schedule ofFindings and Questioned Costs. Compliancewith
the requirements of laws, regulalions, contracts, and grants applicable to each of its major federal programs is lhe
responsibil i ty ofthe County's management. Our responsibil i ty is to express an opinion on the County's compliance based
on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the Uniled States of
America; the standards applicable to flnancial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits ot States, Local Governments, and Non-Proflt
Organizations. Those standards and OMB CircularA-133 require thatwe plan and perform the auditto obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above that could have
a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence
about the County's compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does
nol provide a legal determination on the County's compliance with those requiremenls.

In our opinion, the County complied, in all material respects, with the requirements referred to above that are applicable
to each of its majorfederal programs for the year ended June 30, 2008. However, the results of our auditing procedures
disclosed instances of noncompliance with those requirements, which are required to be reported in accordance with OMB
CircularA-133 and which are described in the accompanying schedule offindings and questioned costs as item O8-SA-01.

Internal Control Over ComDliance
The management of the County is responsible for establishing and maintaining effective internal control over compliance
with requirements of laws, regulations, contracts and grants appljcable to federal programs. In planning and performing
our audit, we considered the County's internal control over compliance with the requirements that could have a direcl and
malerial effect on a major federal program in order to determine our auditing procedures for the purpose of expressing
our opinions on compliance, but not for the purpose ofexpressing an opinion on the eftectiveness of inlernal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the Countv's internal control over
compliance.

A control deliciency in an entity's internal control over compliance exists when the design or operation of a control does
not allow managemenl or employees, in lhe normal course of performing their assigned functions, to prevent or detecl
noncompliance with a type ofcompliance requirementofa federal program onatimelybasis. A significant deficiency is
a control deficiency, or combination ofconlrol deficiencies, that adversely affects the entitfs ability to administer a federal
program such lhat there is more than a remoie likelihood that noncompliance with a type of compliance requirement of
a federal program lhat is more than inconsequential will not be prevented or detected by the entity's internal conlrol.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote Iikelihood that a material noncompliance with a type of compliance requirement of a federal program will not be
prevented or detected by the entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in lhe first paragraph ot this
section and would not necessarily identify all deficiencies in internal control that might be significant defictenctes or
materialweaknesses. Wedid not identify any dellciencies in internal control over financial reporting that we considerto
be malerial weaknesses, as dellneo aDove.
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To the Board of Supervisors and Grano JUry
County of Siskiyou
Yreka. California

The County's response to the findings identif ied in our audit are described in the accompanying schedule of f indings and
questioned cosls. we did not audit the county's response and, accordingly, we express no opinion on i l.

Schedule of Exoenditures of FederalAwards
We have audited the financial statements of the governmental aclivit ies, the business-type activit ies, the aggregare
discretely presented component units, each major fund, and the aggregate remaining fund jnformation of Counfu ot
Siskiyou, California, as of and for the year ended June 30, 2008, and have issued oui report thereon dated l\4arch 6,
2009. Our audit was performed for the purpose of forming our opinions on the financiat statements lhat collectively
comprise the County's basic flnancial statements. The accompanying schedule of expendilures of federal awards ts
presented for purposes of additional analysis as required by ON.4B Circular A-133 and is not a required part of the basic
financial statements. Such information has been subjecled to the auditing procedures applied in the audit of the basic
tinancial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

This report is inlended solely for the information and use of management, others within the organization, the Board ot
Supervisors and Grand Jury, federal awarding agencies and pass through entities and is not iniended to be and should
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Sm|ih & Newell, CPAS
Yuba City, California
March  6 ,2009
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COUNTY OF SISKIYOU. CALIFORNIA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2OO8

Federal Program/pass Through Program Title CFDA Numbe.

Federal
Pass.Throuqh

Grantor Number
Federal

Expenditures

I
I
I
t
T
I
I
T
t
t
I
T
I
t
T
T

U.S. Departmeni of Aoriculture

Passed through State Department of Education
School Breakfasl Program
National School Lunch Program

Passed through Siaie Department of Social Seryices:
Food Stamps
Staie Administrative Matching Grants for Food Stamp Program

Passed through State Department of Health Services:
Special Supplemental Nutrition Program for Women, Infants, and Children

Passed lhrough State Controller's Ofllce
Schools and Roads - Granls to Couniies

Total U.S, Department of Agriculture

Oeoarlment of Housjnq and Urban DeveloDment

Passed through State Department of Housing and Community Development:
Community Development Block Grants/Technical Assislance Program

Community Development Block Grants/State's Program and Non-Enti ement
Grants in Hawaii

Community Development Block Grants/State's Program and Non-Entilement
Grants in Hawaii

Community Development Block Grants/State,s prcgram and Non-Enli ement
Grants in Hawaii

Subtotal 14,?28

HOME lnvestment Partnerships Program

Rural Housing and Economic Developmenl
Rural Housing and Economic Developmenl
Rural Housing and Economic Development

Subtotal 14.250

Total Departmenl of Housing and Urban Osvelopment

U.S. Department ot the Interior

Direct Program:
Payments in Lieu of Taxes

Total U.S. Department ot the Interior

U.S. Deoartmenl of Justice

Difect Program:
Edward Byrne Memorial Justice Assjstance crant program

10.553
10.555

10 .551
10 .561

'10.557

10.666

$  12 ,4  t 5
14 ,651

5 ,101 ,451
519,063

249,997

5 ,513 ,788

1 1 , 4 1 1 , 3 6 5

14.227

14.228

14.228

14.228

14.239

14.250
14.250
14.250

'16.738

05 PTAA 1470

05 STBG 1781

06 STBG 2576

06 HOME 2360

05 EDBG 1841
06 EDBG 2610
06 EDBG 2705

38,844

610,276

1 t , 0 8 8

180,370

801 ,734

3,624

166 ,164
34,244
67,333

267,741

1 ,1 
'1 1 ,943

517 ,163

517 ,163

MS 0708 0470

See accompanying Notes to Schedule of Expenditufes of FederalAwards

177,107



COUNry OF SISKIYOU, CALIFORNIA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30. 2OO8
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07F4880

Federal Program/Pass Through Program Tit le

U.S. Deoartment of Justice (Continued)

Passed through State Offlce of Emefgency SeNices:
C me Victim Assistance
Edward Byrne l\remorial Formula crant Program

Passed through State Drug Enforcement Agency:
DrLrg Court Discretionary Grant Program

Total U,S, Department of Justice

U.S. Department ot Transportation

Passed through Federal Aviation Administration:
Airport lmprovement Program
Airport lmprovement Program
Airyod lmprovement Program
Airporl lmprovement Program
Airport lmprovement Program

Subtotal20,106

Passed through State Department of Transportation:
Highway Planning and Construciion
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Consiruct ion

Subtotal20,205

Passed through Stale Department of Parks and Recreation
Recreational Trails Program

Passed lhrough Stale Office of Traffic Safety
Child Safety and Child Booster Seats Incentive Grants

Total U.S. Department of Transpgrtation

U.S. Department of Health and Human Services

Passed through Stale Department of Social Services:
Promoting Safe and Stable Families
Temporary Assistace tor Needy Famil ies
Child Welfare Services - State cfants
Foster Care - Title lV-E
Adoption Assistance
Chalee Foster Care lndependence Pfogram

Passed through State Child Support Department
Child Support Enforcement

Passed through State Department of CommLlnity Services and Development
Community Services Block crant

CFDA Number

Federal
Pass-Through

Glantor Number
Federal

Expenditures

$  49 ,109
115 ,003

40,000

3 8 1 , 2 1 9

37,392
144,699
79,608

1 1 1 , 3 6 7
209,724

542,790

87,247
39,7S5

1 ,593
63,396

192,031

16.575
'16.579

16.585

vw 07 t5 0470
DC 0720 0470

2007-46

AtP 3-06,0082-05
AtP 3-06-0157-06
AtP 3-06-0274-06
AtP 3-0&0274-O7
AIP 3-06-0274-08

20.106
20.106
20.'106
20.106
20.106

20.205
20.205
20.205
20.205

20.2'19

20.613

BRLO-5902(010)
BRL0-5902(040)
BRLO-s902(051)
BRLO-5902(053)

STPLER-5902(039) 146,25L

oP0709 46,265

967,344

93.556
93.558
93.645
93.658
93.659
s3.674

93.563

93.569

35,612
5.383,078

537,920
59,089

2,005,036

'163,342

See accompanying Notes to Schedule of Expenditures of Federal Awards

-6-
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COUNTY OF SISKIYOU, CALIFORNIA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2OO8

Federal Program/Pass Throuqh Program Title CFDA Number

Federal
Pass-Through

Grantor Number
Federal

Expenditures
I
I
I
I
I
I
I
I
T
T
t
I
I
I
t
T
I

U.S. Department ot Health and Human Services (Continued)

Passed through State Department of Menlal Health Services:
Block Grants for Communily Mental Health Services

Passed through State Department of Alcohol and Drug P.ograms:
Block Grants for Pfevention and Treatment of Substance Abuse

Passed through State Department of Health Servjces:
Public Health Emergency Preparedness
lmmunization Grants
National Biotenorism Hospital Preparedness Program
Maternal and Child Health Services Block Grant to the States
Bioterrorism Training and Curriculum Development Program

Medical Assistance Progfam
l\4edical Assisiance Progfam
l\4edical Assistance Prog ram
l\4edical Assistance Program

Subtotal 93.778

Total Department of Health and Human Services

Department of Homeland Securitv

Direct Program:
State Homeland Security Program (SHSP)
State Homeland Secu.ity Program (SHSP)
State Homeland Security Program (SHSP)

Subtotal 97.073

Law Enforcement Terrorism Prevention Program (LETPP)
Law Enforcemenl Tefrorism Prevention Program (LETPP)
Law Enforcement Tefrorism Prevention Program (LETPP)

Subtotal97.074

Passed through Federal Emergency Management Agency
Disasler Grants - Public Assistance (Presidenlially Declared Disaslers)

Total Department of Homeland Security

Total

93.958

93.959

93.069
93.268
93.889
93.994
93.996

s3.778
s3.778
s3.778
93.778

97.036

SAI\,,ISHA

SAPT

07 -65252

""n

CHDP

HCPCFC

2005-0015
2006-71

2007-0008

2005-0015
2006-71

2007-0008

118 ,901

712,239

205,396
85,271
75,950

115 ,651

43,663
69,827
6,498

58,792

178,780

11,421,509

s7.o73
97.073
97.073

97.074
97.074
97.O74

11 ,000
14 ,918
99 ,817

1 2 1
10,856
5 t , 1 7 1

62,148

433 ,159

6?1,042

$ 26,431,585

DR '1628

See accompanying Notes to Schedule of Expenditufes of FederalAwards
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COUNTY OF SISKIYOU, CALIFORNIA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30,  2OOB

I. REPORTING ENTITY

The accompanying Schedule of Expenditures of Federal Awafds presents the activity ot all federal t inancial assistance
programs of the County of Siskiyou. The County of Siskiyou reporting entity is defined in Note 1 to the County's basic
flna ncial statements. Allfederal awards received directly from federalagencies as well as federal awards passed through
other government agencies are included on the schedule.

2. BASIS OF ACCOUNTING

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the County and is
presented on accounting principles generally accepted in the United States of America. The information in this schedule
is presented in accordancewith the requirements ot OMB CircularA-133, Audits of States. Local Governmenls. and Non-
Pro{it Organizations. Therefore, some amounts presented in this schedule may differ from amounts presented in, or
used in the preparation ot lhe tinancial stalements.

3, RELATIONSHIP TO FINANCIAL STATEMENTS

The amounts reported in the accompanying Schedule of Expenditures of FederalAwards agree, in all material respects,
to amounts reported within the County's financial statements, federal award revenues are reported principally in the
County's tlnancial statements as inter governmenlal revenue in the General and Special Revenue Funds.

4. PROGRAM CLUSTERS

Federal programs, which must be audited together as a program cluster, include the following:

Federal
CFDA Prooram Tiue

I
I
I
I
T
I
I
I
l
I
T
t
I
I
I
I
t
I

Food Stamo Cluster

Federal
Expenditu.es

$  5 ,101 ,451
519 .063

$___9,q2_0114

$  1 2 , 4 1 5
'14,651

$______22-9qq

10 .551
10 .561

Total

Child Nutrition Cluster
10 .553
10.555

I  o la l

5. PASS -THROUGH ENTITIES' IDENTIFYING NUMBER

Food Stamps
State Administrative Matching Grants for Food Stamp Program

School Breakfast Program
National School Lunch Program

When federal awards were received form a pass-through entity, the Schedule of Expenditures ot FederalAwaros snows,
if available, the identirying number assigned by the pass-through entity. When no idenlirying number is shown, the
County determined that no identifying number is assigned tor the program or the County was unable to obtain an
identifying number from the pass-through entity.

I-8-
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COUNTY OF SISKIYOU. CALIFORNIA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2OO8

6. CALIFORNIA OFFICE OF EMERGENCY SERVICES PROGRAMS

The following represents expenditures for O{fice of Emergency Services (OES) programs for the year ended June 30,
2008. The amount reported in the Schedule ot Expenditure of Federal Awards is determined by calculating the federal
portaon of the current year expenditures.

Share ot Expenditures
Expenditures Claimed Current year

I
I
t
I
I
I
I
I
T
I
t
I
I
I
I

For the Period For the Year
Through Through

Proeram June 30.2007 June 30,2008

VW0715 0470 - Victim Witness Assistance

Personal services
Operating expenses
Equipment

Totals

V80705 0470 - Child Ab'rse Vertical Proseculion

Federal State County
Share Share Share

$  $  1 1 3 , 1 0 6
- 1,000

$_ $____!.4J!q

- $ 97,057
- 2,000

$ ,r*t

$ 84,945

Cumulative
As of

June 30, 2008

$ 1 '13,1 06
1,000

$___ L!!J_aq

$ 97,057
2,000

o vv,uc/

$ 84,945
22,ga}

$  49 ,109

g__--lgJ_qg

$ 63,997 $
1 ,000

$ 64.997 $ -

Personal services
Operating expenses
Equipment

Totals

$ - $ 9 7 , 0 s 7 $
- 2,000

DC0720 0470 - Anti-Druo Enforcement

Personal services
Operating expenses
Equipment

Totals

$ 99.057 S -

$ - $ -

$ 84,945
22,981
7 .077

$___ll_5p93
MS0708 0470 - Edward Bvrne MemorialJustice Assistance Grant Proqram
Personalservices $ - $ 144,336 $ 144,336 $ 144,336
Operating expenses - 13,729 13,729 13,729
Equipment

Tota rs $-__"_______--__ $____Jll,1o7 $____17llo7 &_al"lo7.

Expenditures Claimed

For the Period For the Year Cumulative
Through Through As of

June 30.2007 June 30.2008 June 30, 2008

$ -

7, CALIFORNIA DEPARTMENT OF JUSTICE

The following represents expendilures for the California Department of Corrections and Rehabilitation programs for the
year ended June 30, 2008. The amount reported in the Expendilures of Schedule of Federal Awards is determined bv
calculaling the federal portion of lhe current year expenditures.

Share of Expenditures
Current Year

Federal State County
Share Share ShareProqram

07SA14D033 - Spousal Abuser Prosecution Proqram

Salaries
Eenefits
Supplies

$ - $ 2 7 , 6 7 3 $
- '14,399

800 800

$ - $ 4 2 . 8 7 2 S 4 2 . 8 7 2

27,673 $ - $ 22,947 $
14,399 -  1 r ,980

4,726
2,419

800
q  1 < t a 7  4  a l t a

I
I

Totals



COUNTY OF SISKIYOU, CALIFORNIA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2OO8

8. LOANS OUTSTANDING

The programs ljsled below had the following aggregate, federally funded loans outstanding at June 30, 2008:

Federal
CFDA Proaram Title

Amount
Outstandinq

I
t
l
t'14.228 Community Development Block Granvstate's program and Non-Enti ement Grants in Hawaii $ 2,614,24g

Total Loans Outstanding $_____2,ql.t?4! I
l
I
I
t
I
I
I
I
t
T
I
I
I
I
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COUNTY OF SISKIYOU, CALIFORNIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30. 2OOB

SUMMARY OF AUDITOR'S RESULTS

Financial Statements

1. Type of auditor's report issued

2. lnternal controls over financial reporting:

a. Materialweaknessesidentif ied?
b. Significant deficiencies identified not

considered to be material weaknesses?

3. Noncompliance material to financial
statements noted?

Federal Awards

1. Internal control over major programs:

a. Material weaknesses identif ied?
b. SigniJicant deficiencies identified not

considered to be material weaknesses?

2. Type of auditor's report issued on compliance
for major programs:

All major programs

3. Any audit f indings disclosed including those
that are required to be reported in accodance
with OMB CircularA-133 Section 510(a)?

4. ldentif ication of major programs:

Status

Unqualified

Unqualified

Yes

Community Development Block Grants/State's Program and Non-Entitlement Grants
in Hawaii
Rural Housing and Economic Development
Payments in Lieu of Taxes
Airport lmprovement Program
Temporary Assistance for Needy
Adoption Assistance
Block Grants for Prevention and Treatment of Substance Abuse

Yes

Yes

No

NO

14.228

14.250
15.226
20.106
93.558
93.659
93.959

5. Dollar threshold used to drstinguish between
Type A and Type B programs?

6. Auditee qualified as a low-risk auditee under Ol\48
Circular A-133, Section 530?

FINANCIAL STATEMENT FINDINGS

Financial Reporting: Signif icant detlciency
Financial Reporting: lVaterial weakness
Financial Reporting: l\,laterial weakness
Financial Reporting: Signif icant deticiency

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

CFDA 14.228

$792,948

Yes

08-FS-01
08-FS-02
08-FS-03
08-FS-04

08-sA-o1



COUNTY OF SISKIYOU, CALIFORNIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30,  2OO8

08-FS-01 STATEMENT ON AUDITING STANDARDS NO. 112 (Financial Reporting: Significant Deficiency)

Condition

Currently, the County relies on the external auditors to ensure its f inancial statements are in accordance with
generally accepted accounling principles (GAAP).

Cause

Prior to issuance of SAS 112, the County was able to rely on the external auditors to assist with recording certain
flnancial transactions and with preparation of the financial statements and related notes without being sabject to
control defciencies.

Criteria

ln May 2006, a new auditing standard, Stalement on Auditing Standard No. 1 12, Communicating lnternal Control
Related Matters ldentif ied in an Audit (SAS 112), was issued. The standard provides guidance inihat if an entity is
unable to draft its own financial stalements, there may be a material weakness or significant deticiency. External
auditors cannot be part of the County's internal controls, including controls over the preparation of the financial
stalements, and are prohibited from auditing their own work as doing so impairs their independence.

The County should have the capacity to pfepare full disclosure financial statements in accordance with generally
accepted accounling principles. To carry out this responsibility, ihe County must have proper internal conlrots over
financial reporting in piace. Proper internal controls over financial reporting include, butare not l imited to, internal
controls that identify misstatements in the flnancial records, retaining staficompetent in financial reporting and related
oversight roles, and adequate design of internal control over the preparation of the financial statements.

Effect of Condition

The risk of misslatement in the financial slatemenls increases when management is not able to apply GAAP in
recording the entity's financial lransactions or preparing its financial statements, including the related notes. Also,
by relying on the external auditors to assist with recording certain financial transactions and to ensure its f inanciai
statements are in accordance with GMP, the County is considering the external auditors a part of its internal controls
over the preparalion of the flnancial statements.

Recommendation

The County may consider lhe tollowing possible actions:

1. Provide lraining opportunities for its accounting staff that would enable them to become more familiar with
generally accepted accounting principles as well as general disclosure requirements. Th is training shou ld include,
but is not l imited to, the usage of a disclosure checklist, which provides guidance to the financial statemenl's
content and whether a necessary disclosure has been overlooked.

2. Hire an external accountant lo consult with for proper transaction recording for unusual transactions and to
confirm that the financial stalements and related disclosures are in accordance with GAAp.

3. Takenoaction. The County may find that the costs outweigh the benefits to adhere to this standa rd. No action
will continue lo resuh in a significant deficiency in the County's internal controls.

Corrective Action Plan

The Auditor has fullcapabil ity of performing this portion ofthe preparation ofthe financial statements. The financial
system has been modified to properly rearrange funds as necessary and the implementation ofthe programming that
would pull together the combinalion statements is partially implemented at this point. lt has been a goal we have
been working towards since SAS 112 was issued.

The time to do this additional work is what wil l determine whether we accomolish this task in the next vear.
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COUNTY OF SISKIYOU, CALIFORNIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2OO8
08-FS-02 PENSION OBLIGATION FUNDS (Financiat Reporting: Materiat Weakness)

Condition

The County issued $16,620,000 in pension obligation bonds and used the proceeds to payoffthe pERS unfunded
liability for the miscellaneous plan and lhe safety plan, but did not record the debt proceeds, payment of pension
obligation to PERS, bond issuance costs, undeMriters discount, or residual cash with fiscal ig6nt in the general
le0ger.

Cause

Procedures were not in place to ensure compliance with generally aceepted accounting principles.

Criteria

Generally accepted accounting principles require that all debt issued and all payments made with debt proceeds be
properly recorded in the general ledger.

Effect of Condition

The proceeds from the issuance ofdebt and pension obtigation expendilures were not recorded in the general ledger.
This material misstatement was detected as a result of audit procedures.

Recommendation

We recommend lhat the County propetly record all debt issuances and use ot debt proceeds ln the general ledger.
We further recommend that the County take appropriate action to ansure that in the future, procedures are in place
to ensure compliance with generally accepted accounting principles prior to the audit.

Corrective Action Plan

We agree that lhis transaction was only partially recorded. We have not experienced such a transaction before so
our contact with the outside auditor was limited in scope at the time of the transaction with the idea that when they
were on site, they would review what we had done thus far and let us know what we had missed. This worKeo verv
well. Had the cash flowed through the treasury, we could have managed this far better bul the cash flowed directty
from the bond proceeds to CaIPERS which made the transaction more unusual for us. We chose to record whal we
knew to be correct and leave the rest for direct input from the auditors.

08-FS-03 YREKA LANDFILL CLOSURE (Financial Reporting: Material Weakness)

Condition

During the fiscal year ended June 30, 2008, the County completed the purchase of the Yreka landfill site from lhe
City ofYreka. The terms ofthe purchase required the City to pay the County $1,1OO,OOO from the tandfi closure
account ,$1,000,000asapurchasepaymentand$lT5,000peryear for thenext twentyf iveyears. ,nexchange,  the
County was to assume all responsibility {or operation of the landfill as well as responsibiiig for closure ano posr
closure maintenance. The County recorded thecash received but did not record any olher portion ofthe purchase.

Cause

Procedures were not in place to ensure compliance with generally accepted accounting principles.

Criteria

Good mntrol over County operations requires that all significant entries be recorded in accordance with generally
accepted accounting principles.



COUNTY OF SISKIYOU, CALIFORNIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2OO8

O8-FS-03 YREKA LANDFILL CLOSURE (CONTINUED}

Effect of Condition

The County incorrectly recorded the Yreka landfillpurchase. The only portion ofthe transaction thatwas recordeo
was the cash received. The long term receivable and the closure/post closure l iabil i ty were not recorded. This material
misstatement was detected as a result ot audit procedures.

Recommendation

We recommend thal the County record the purchase of the Yreka landfllt in accordance with generally accepted
accounting principles. We further recommend that the County lake appropriate action to ensure that in the fuiure,
procedures afe in place to ensure compliance with generally accepled accounting principles prior to the audit.

Corrective Action Plan

This was one of th e most unusual transactions I have had to deal with. We purchased a negative valued assel. This
was also discussed with the outside auditors at the time of the transaction and our decision was to record the cash
received and wait for the on-siG visiiwhere allthe documentation could be reviewed by the audit tirm and appropriate
direction could be given.

08-FS-04 CLOSURE/POST CLOSURE LIABILITY CALCULATION (Financial Reporting: Significant Deficiency)

Condition

The County did not applied the annual inflation lactor to the post closure liability for the closed landfllls and did not
reduced the l iabil i ty by cu rrent year expenses incurred. In addition, thecalculation otlhe current closure/post closure
cost estimate for Yreka landfill submifted to the California Integrated Waste Management Board on July 30, 2008,
did not use the correct annual inflation faclor.

Cause

Procedures were not in place to ensure that the calculation of the closure/post closure liability was corfect. This
misstatement was detected as a result of audit procedures.

Criteria

Each year the landllll operator is required to complete the annual inflation factor calculation worksheet tor each active
andlor inacljve landtjll owned ot operated for submission to the State as required by Title 27, California Code of
Regulations, Division 2, Subdivision 1, Chapter 6, Subchapter 3, Articte 1, Section 22236.

Effect of Condition

The closure/post closure liability wa$ incorrecfly calculated.

Recommendation

We recommend that the County complete the annual inflation factor calculation worksheel for each active and/or
inactive landfill and reduce the closure/post closure liability by current year expenses incurred. We further
recommend that the County take appropriate action lo ensure compliance with California Integrated Waste
Management Board regulations prior to the audit.

Corrective Action Plan

This has been done correctly in the past but staff that did this retired and the remaining staffwas not aware that they
needed to contact ClWl\.4B for the inflation factor. This has been rectified as of this date and orocedures are
documented for future calculations.
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COUNTY OF SISKIYOU, CALIFORNIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2OO8
08-s4.01

Name:

CFDA #:
Federal Grantor:
Pass Through Entity:
Award No.:
Year:

Condition

COMMUNITY DEVELOPMENT BLOCK GRANT/STATE'S PROGRAM AND NON-
ENTITLEMENT GRANTS tN HAWAIT
14.228
U.S. Department of Housing and Urban Development
State Department of Housing and Community Development
Various
2007 t2008

During our testing of fourteen CDBG toans receivable we noted the following:

' Loan balances per the loan portfolio did not include return of unused funds and the unused funds were notproperly recorded in the general tedger.

' Loans were not monitored to ensure that a current verification of income was on lile, that payments were beingmadetimely and in accordance with the loan agreemenl, and that the required deed oflnist had been flled andrecorded.

' one loan for which the loan balance per the amended promissory nole did not agree to the loan balance per thegeneral ledger.

' One loan that was not properly recorded on the general ledger and required adjustment to correct the balance.

'on-e- loanforwh ichpaymentswere lobeg in02-05-04,howevernopaymentshavebeenrece ivedandthe la te fee
of $5 per payment had not been applied to the loan.

' The loan Ules lack organization and we noted there is no checklist of required documentation in each file.

Prospective

All COBG loan fi les we listed contained some tyDe of error.

Cause

Responsibility for the cDBG loans receivable has been transferred between county departments and has not been
adequalely monitored for compliance with the loan agreemenls or to ensure that ali required documentation is filed
and properly recorded.

Criteda

CDBG loan programs are to be monitored in accordance with the State of California program requirements and eachloan should be monilored for compliance with the individual loan aqreemem.

Effect of Condition

The County is not properly monitoring CDBG loans receivable for compliance with the loan agreements. In addition,
the county is not ensuring that all documentation is liled and recorded io protecl the County'Jinterests should a loan
default, and is not properly recording and monitoring loan receivable baiances.

Qu€stloned Cost

No costs are questioned- controtweaknesses noted appearto relatelo managemenl of loans receivable ratherlnen
inappropriate disbursements.

Recommendation

We recommend that the County develoP policies and procedures for the processing and maintenance of CDBGloans We further recommend that atl CDBG loan fi les be reviewed to ensure that alfrequired documentation rs inthe file and that files be organized so that required documentation is easily identilied.
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COUNTY OF SISKIYOU, CALIFORNIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2OO8

08-sA-o1 (coNTINUED)

Corrective Action Plan

The financial worksheel did not match the promissory note on one of the sample test loans and the general
ledger amount had not been adjusted accordingly. The return of the funds was booked as a redu;tion of
expense bul the general ledger portion of the entry was not completed. Alt loans have been reviewed and
additional training has been added for staffto understand that both the income statement as well as the balance
sheet mlst be adjusted.

These Ules were in the Audjto,'s oftice for years and stafting levels did not allow us to perform thjs level of
monitoring. we depended upon our contractor to do these things for us- The year they were in the
Administfator's offlce did not allow their staff person time to get to thes; either. Since Oitober of 2007, we have
consislenlly been working on going through all files for a very wide variety of purposes of which gaining current
income information is one of them. In the early years, most loans were done at 0% interesi with lefeneo
payments which would noi allow us to change anything should the individual's income change.

3. This specific loan has subsequen$y been conected.

4 This loan has also been corected and processes have been developed to monitor both situations in No. 3 and
No. 4-

5 . The $5 late fee can only be applied to those loans requiring a payment. All loans made in the past 8 or more
years have required a mjnjmum payment each month and we have nol added this late fee but have slayed on
top to these payments by demand letters which have been fairly successful. The majority of loans prior to th is
time frame did not requjre any payment at all and had a O% interest rate. No lale fee can be applied. For those
that the late fee can be applied to, we wil l be including that in the future.

We have spent a great deat ot t ime tracking down missing documentation on older tl les as it is. We realize thar
there is more work to be done. We have developed a check list for each type of loan and a standard filing format
that wil l allow those items to be easily identi j led as missing or present and exactly where to tind them in the l ite.
In cases where lhe documentation and proper recordings were not followed through with when using the
contractor, we have enlisted the assistance of County Counselto guide us through all legal avenues of recovery
available lo us.
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Audit Reference

COUNTY OF SISKIYOU, CALTFORNIA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED JUNE 30 2OOB

Status of prior year Audit Findinqs

There were no prior year audil findings.
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COUNTY OF SISKIYOU, CALIFORNIA
SUPPLEMENTAL STATEMENT OF REVENUE AND EXPENDITURE

CSD CONTRACT NO, O7F-4880 (CSBG)
FOR THE PERIOD JANUARY 1,2007 THROUGH JLJNE 30.2OO8

January 1 Juty t,2OO7
through through

June 30, 2007 June 30,2008 Totals

$ 323,279

Revenue

Crant revenue

Tolal Revenue

Expenditures

Administrative Costs:
Salaries and wages
Operating expenses and equipment
Subcontraclor services

Total Administfative Costs

Program Costs:
Subcontractor services

Total Program Costs 
,

Total Expenditures

$ 74,658 S 248,621|

_g.-_i$t _$__3q.€t_

2,447

58 ,710

$  61 .557

$ 8,278

14,907

23,185

140,157

140,157

_q__9.93?_

I ,278

23,1A5

196,867

5 222.052
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